ADMINISTRATIVE PROCEEDING
BEFORE THE

SECURITIES COMMISSIONER OF SOUTH CAROLINA

IN THE MATTER OF:

Richard L. Grounsell and ORDER TO CEASE AND DESIST

Collaborative Med, LLC,

Respondents. File Number 08003

il i i i i

WHEREAS, the Securities Division of the Office of the Attorney General of the
State of South Carolina (the “Division™), pursuant to authority granted in the South
Carolina Uniform Securities Act of 2005 (the “Act”), S.C. Code Ann. §§ 35-1-101 to 35-
1-703 (Supp. 2008), in or around Fcbruary 4, 2008, received information regarding
alleged activities involving Richard L. Grounsell (“Grounsell”) and Collaborative Med,
LLC (“CoMed”) (collectively, the “Respondents™) which would constitute violations of
the Act;

WHEREAS, the Act became effective on January 1, 2006;

WHEREAS, the information led the Division to open and conduct an
investigation into the activities of the Respondents pursuant to S.C. Code Ann. § 35-1-
602 and this investigation is ongoing;

NOW THEREFORE, in connection with the investigation, the Division
determined that the Respondents have engaged and may be about to engage in acts or

practiccs constituting violations of the Act and hereby includes in this Order to Cease and




Desist (““Order™) a statement of the reasons for the Order, a statement of the civil penalty
sought as a result, and a notice that a hearing will be scheduled if either Respondent
requests a hearing,.

FACTUAL HISTORY

1. Respondent Grounsell is a South Carolina resident with a last known address of
35 Weatherby Drive, Greenville, South Carolina 29615.

2. At all times material herein, Respondent CoMed was owned and/or controlled, in
whole or part, by Respondent Grounsell.

3. The primary business address for Respondent CoMed during the time period of
the transactions alleged was 14-D Pelham Ridge Drive, Greenville, South
Carolina 29615. This is also the last known address for CoMed.

4. Neither Respondent Grounsell nor Respondent CoMed is currently registered with
the Division as a broker-dealer, broker-dealer agent, investment adviser,
investment adviser representative, or issuer of securities, and neither Respondent
was registered with the Division in any capacity at any time during the period
May 1, 2006, through December 31, 2008.

5. On or around May 11, 2006, Grounsell was elected President/CEO ot GlucoTec,
Inc. (“GlucoTec”).

6. On or around May 11, 2006, Grounsell announced that shares of GlucoTec stock
would be sold to certain persons for the price of one (1) penny per share.

7. On or around May 11, 2007, Grounsell discussed stock restrictions associated
with the issue of the shares that were to be issued for the price of one (1) penny

per share (the “Initial Founders Round Shares”). Grounsell noted the Initial










Pursuant to Section 35-1-402(a) of the Act, it is unlawful for a person to transact
busincss in this State as an agent unless the individual is registered under the Act
as an agent or is exempt from registration as an agent under the Act.

Pursuant to Section 35-1-301 of the Act, it is unlawful for a person to offer or sell
a security in this State unless (1) the security is a federal covered security; (2) the
security, transaction, or offer is exempted from registration under Sections 35-1-
201 through 35-1-203; or (3) the security is registered under the Act.

Pursuant to Section 35-1-503(a) of the Act, in a civil action or administrative
proceeding under the Act, a person claiming an exemption, exception,
preemption, or exclusion has the burden to prove the applicability of the claim.
Pursuant to 35-1-501 of the Act, it is unlawful for a person, in connection with the
offer, sale, or purchase of a security, directly or indirectly: (1) to employ a device,
scheme, or artifice to defraud; (2) to make an untrue statement of a material fact
or to omit to state a material fact necessary in order to make the statements made,
in light of the circumstances under which they were made, not misleading; or (3)
to engage in an act, practice, or course of business that operates or would operate
as a fraud or deceit upon another person.

Pursuant to Section 35-1-602(a)(1), the Securities Commissioner may conduct
public or private investigations within or outside thc State of South Carolina
which the Securities Commissioner considers necessary or appropriate to
determine whether a person has violated, is violating, or is about to violate the Act
or a rule adopted or order issued under the Act, or to aid in the enforcement of the

Act or in the adoption of rules and forms under the Act.







engaged, are engaging, or about to engage in an act, practice, or course of dealing
constituting a violation of the Act or a rule adopted or order issued under the Act as
follows:

a. During the time period May 22, 2006, through on or about December 31, 2007,
Respondents effected at least seventy (70) transactions involving sales of the GT
Shares.

b. The offers of the GT Shares were made in and from the State of South Carolina.

¢. The GT Shares constitute “securities” pursuant to the Act.

d. The GT Shares were not registered for sale in or from the State of South Carolina.

e. Respondents are not now and during the time period of the offers and sales of GT
Shares described in (a) and (b) above were not licensed to sell securities in or
from the State of South Carolina.

f. No exemption from securities, broker-dealer or agent registration has been filed or
claimed by Respondents or anyone acting on Respondents’ behalf.

Respondents violated the anti-fraud provisions of the Act by omitting to inform

@

one or more potential investors of the following statements of material fact during

their offers to sell the GT Shares:

1) The shares being offered were owned by CoMed, rather than by GlucoTec;

i1) Sale of the GT Shares would benefit CoMed rather than GlucoTec;

1i1) CoMed 1s owned primarily by Grounsell and Grounsell’s family;

1v) Profits from the sale of the GT Shares primarily inure to the benefit of
Grounsell and Grounsell’s family; and

v) CoMed had not paid the fair market value for the GT Shares.










